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Part I
Background

Authority for Audit

This report is based on an audit of Chris Dodd for President, Inc. (CDFP), undertaken by
the Awdit Division of the Federal Election Commission (the Commission) as mandated
by Section 9038(a) of Title 26 of the United States Code. That section states “After each
matching payment period, the Commission shall conduct a thorough examination and
audit of the qualified campaign expenses of every candidaté ﬁd his authorized
committees who received [matching] payments under Jﬁgn 9037.” Also, Section

e’..
9039(b) of the United States Code and Section 9038 /a)2).of the Commission’s
er J%mmations and audits from

Regulations state that the Carimiastan may condudct’s
time to time as it deems necessary.

Scope cf Audit

This audit examined

L.

2.

3.

4.

5.

6.

7.

8. dmg Camg%lgn Obligations.

9. S 50 %‘hmﬁatmns

10. Other cam aign operatlons,ﬁ cessa ‘Teview.

Iqavf:égntory 3¢ " ;i ';m{s

The«A’}} f \ inventory of campaign records before it begins the
audit Wete materially complete and the fieldwork began

immedi‘a ‘”




Part II
Overview of Campaign

Campaign Organization

Important Dates

e Date of Registration
o _Eligibility Period

o Audit Coverage

Headquarters

Bank Information
¢ Bank Depositories
e Bank Accounts

Treasurer
[ ]

ndl Accouﬁﬁ@anﬁ
pingzLasks 4

3 The period during which the candidate was eligible for matching funds began on the date of certification of his
matching fund eligibility and ended on the date the candidate announced his withdrawal from the campaign. See
11 CFR §9033.

4 Limited reviews of receipts and expenditures were performed after September 30, 2008, to determine whether the
candidate was eligible to receive additional matching funds.



Overview of Financial Activity

(Audited Amounts)
Cash-on-hand @ January 24, 2007 $ 0
o GCentributicns from Individuals $ 9,848,996
o Contributions from Political Committees 750,402
o Transfers from Affiliated Committees 4,632,357
o Loans Received - 1,302,811
o _Matching Funds Received 4 . _1,961742°
o Offsets to Operating Expenditures : 127,012
o Other Receipts
Total Receipts
o Operating Expenditures Lt
o Loan Repayments g

o Transfers ta Other Authorized Committee %

o Contribution Refunds

Total Disbursements

Cash-on-hand @ September 30, Z’ﬁils >

5 Approximately 25,000 contributions from more than 19,200 individuals.

& As of September 30, 2008, CDFP had made four matching fund submissions totaling $1,999,514 of which
$1,961,742 was certified by the Commission and paid to CDFP. This represents 9 percent of the maximum
entitlement ($21,025,000) a 2008 Presidential candidate could receive.

7 This represents the transfer of general election contributions redesignated to the Candidate’s Senate committee,
Friends of Chris Dodd.



Part III
Summaries

Findings and Recommendations

Finding 1. Net Outstanding Campaign Obligations

As part of audit fieldwork, the Audit staff reviewed CDFP’s 'anclal act1v1ty through

December 31, 2010. The review indicated that the Candida did not receive matching fund

payments in excess of his cntxtlement In response to th nary Audit Reporf, Counsel
: itin regard to the gunvmt

account, not the fair market value, should hav.: hedn utilized in valt
(For more detail, see p. 6)

15,423 from the International
1ye contributions from other
9 's Presidential campaign.
sprior to the IoWa caucus. CDFP resolved this

AR
QRIS

hire sfer these ds ﬂ

,;:.

make appropriate refunds, either.

» CDFP had ne €

o regarding the $51:000xin excessive contributions frem other palitical committees,
Counsel demonstrated that contributions totaling $6,700 were not excessive, provided
copies of negotiated refunds checks for excessive contributions tataling $39,500, and
provided non-negotiated refund checks for the remaining $4,800; and,

o with respect to the $244,050 in general election excessive contributions,
documentation that Counsel provided demonstrated excessive comntributions totaling
$234,850 had been resolved, a conuibution of $2,100 was not excessive and exoessive
coniricnitons tataling $7,1G0 remein vwuresolved. (For more detail, see p. 8)



Finding 3. Misstatement of Financial Activity

During audit fieldwork, a comparison of reported figures with bank recerds revealed that
CDFP understated its receipts by $355,240 and overstated its disbursements by $190,935 in
2008. In respense to the Preliminary Audit Report, CDFP amended its reports, but excluded
an adjustment relating to net realized investment losses. As a result, receipts for 2008 remain
misstated. (For more detail, see p. 15)

Summary of Amounts Potentlally Owed to the
U.S. Treasury

o Finding 2 Receipt of Contributions that B¢
Limits — Unresolved -

$ 11,900




Part IV
Findings and Recommendations

| Finding 1. Net Outstanding Campaign Obligations

Summary

As part of audit fieldwork, the Audit staff reviewed CDFP’s financial act1v1ty through
December 31, 2010. The review indicated that the Candldadtfjar}g not receive matching fund
payments in excess of his entitlement. In response to the,ft;ghmmary Audit Report, Counsel
for CDFP (Counsel) did not dispute this finding, but nptedtfthat in regnrd to the general
election noatributiom; 1naintained in an investment ncc%}mt, asns value of the investment

account, not the fair market value, should have be?m‘utlllzed in'’ ; atlon

Legal Standard ' + Y

A. Net Outstanding Campaign Obligations{NOCO). Within 15 days
date of mehglblhty, the candidate must submlt»a’fttem {e‘
obligations.” This statement my gotherithi
e The total of all committee aSsetst

e % € & 3
B. Entitlement to:)y : __ ‘fv Date gibility. If, on the date of
ineligibility, a candida et paign obligations as defined under 11
CFR §9034 5, that Can a,”;g_ AY3€0 eceive matching payments provided that he
RN CAtADEN & - | the day when the matching payments

A. Facts o5

a
The Candndate%f ineligbility (DOI) was January 3, 2008. As part of audit fieldwork,
the Audit staff revi CDEP Jfinancial activity through December 31, 2010, and prepared
the Statement of Net Ouf: tandi ig Campaign Obligations that appears on the next page.




Chris Dodd for President, Inc.
Statement of Net Outstanding Campaign Obligations
As of January 3, 2008
Prepared through December 31, 2010

Assets
Primary Election Cash in Bank $ 271,389
General Election Cash in Bank 1,706,575
Accounts Receivable 46,899
Capital Assets _ @ 8,407
Total Assets ; $2,033,270
Liabilities &2
Primary Election Accounts Payable $ 542065
General Election Accounts Payable 1 706‘5%}@ [a]
Loans Payable 1,302,81
Winding Down Costs: -~

Achunl 1/4/08 - 12/31/10 .
Amounts Payable to U.S. Treasury for: ?h;&%

Unresalved Excessive Contributions (See Ej d‘i‘;%ﬂag .,
Total Liabilities ; 2 4,858,161
Net Outstanding C an ‘._" Obllg itions (Deﬁtclét),! ;rof January3; 2008 (8$2,824,891)

v «Q"
Fooﬁ:"é’t'};ﬁ%@co Stntemenl . - G

B S,
[a] @%sure that the nek\ refundE heral electiort Hiributions had no impact on matching fund

eititiément, the Audlt staffadjus payable to match the general election cash in bank amount.
Priora%»?ll CDFP received'general €l¢ction contributions of $1,749,670; however, at DO, the fair
marketValue of the investmentaccount iﬁ?’hmh these contributions were maintained was $1,706,575, a
loss of $43308

[b]  Estimated winding; own cosisiare not included abavs because this would only inereasa the deficit. It is
likely that CDFP l?’té m

fig minimal salary and legal expenses.

[c] This amount does not mcluae $7,100 in unresolved excessive general election contributions.



Shown below are adjustments for funds received after January 3, 2008, through July 17, 2008
(the date of the last matching fund payment):

Net Outstanding Campaign Obligations (Deficit) as of 1/3/08 ($2,824,891)

Private Contributiens and Otber Receipts Received 1/4/08 503,712

through 7/17/08

Matching Funds Received 1/4/08 through 7/17/08 1,961,741

Remaining Net Outstanding Campaign Obligations ($359,438)
(Deficit) as of 7/17/08

As presented above, CDFP has not received matching fun. ents in excess of its

entitlement.

The Audit staff presented the NOCO to CDF%né’p:%entahves at the‘f’exlt conference. In
response, CDFP did not address the NOCO 4z

In the Preliminary Audit Report, the Audit staff %%gmmende" nstrate
whether an ad_)ustment(s) was req v _ enfioft ghit or provide

In respanse to the Prelimina: the NOCO but stated
that incorrect amount§Were st gneral ElectioheC Bank” and “General
Election Accounts®3y; IS guresWere gel o Hifed using the fair market value
instead of the basis Vajie,of the dicount, The her added that “While this error does not
affect the Commlttee g financial position, it433significant in light of Findings 2 and 3..

ety
In accdi‘égance EE F.R. §90.34. <( |)(2)B""s the 2 Hdit staff presented the general election
inve “éit account at'fair ar lue as of t}f{ €Candidate’s DOL

During audit fieldwork, Audxt staff reviewed all contributiens from other pnlitical
cammittaes. The review identified a prohibited contribution of $15,423 from the International
Association of Firefighters (IAFF), as well as $51,000 in excessive contributions from other
political committees. The prohibited contribution from the IAFF resulted from the rental of a
bus/recreational vehicle (RV) decorated to identify Senator Dodd’s Presidential campaign.
The RV was provided to CDFP for its use just prier to ti: Iowa eaucus. CDFP resolved this
prohibited caniributivn, but in an untienely manner. The exaessive contributions from other
political committees were maresolved.



In addition, a review of general election contributions indicated that CDFP received
contributions totaling $244,050 for which it has not obtained the required redesignation letters
necessary to transfor these funds to the Candidute's Senatoriel Cammittee, Friends of Cheiy
Dodd (FOCD). CDF¥P did not malre appropriate refonds, either.

In its response to the Preliminary Audit Report, Counsel maintained that:

e CDFP had not received a prohibited contribution fram the IAFF;

e Regarding the $51,000 in excessive contributions from other political committees,
Counsel demonstrated that contributions totaling $6,700 were not excessive, provided
copies of negotiated refund checks for excessive contributions totaling $39,500, and
provided non-negotiated refund checks for the remaihing $4,800; and,

e With respect to the $244,050 in general electiongxeessive contributions,

ssivc contributions tutaling
ot excessive antt excessive

contrihutions totaling $7,100 remein unres -ved.

-,

Legal Standard )
A. Authorized Committee Limits. An authorized, may not recgiye more than a
total of $2,300 per election from any.one person or Hrelection ﬁoxﬁ%ultlcandldate

political committee. 2 U.S.C. §44%a(

@), 11 CFR §§110.1(2) and (b) and
110.9. i,

B. Handling Contrluutl
that appears to be exce

SSivesihe commitieeimust either
estionable’ heck to thg g 6%‘%{

ions That App%u' Exc S ssive, If a co ttee receives a contribution
e Return the giies v
e Deppsit the € ek into i eral accouglt
o Keep enqugh mon 1n the accoun \to cover all potential refunds;
O Keep a writtel lamlng wh the contribution may be illegal;
; ?- atlon edul if the contribution has to be itemized

‘ ‘6'—5““1%%7'\' is X

Bl
e

befor itsiegality s tabllshe e
Seck a re %ntlo tofithe excessive portion, followiug the instructions
%, provided in

Comtm regulations (see below for explanation of
o es1gnat10n an
does not receive a proper redesignation within 60 days of

ssive contribution, rafund the excessive pertion to the donar.

03:3(b)(3), (4) and (5).

C. Redesignation of Excéssive Contributions. When an authorized candidate committee
receives an excessive contribution (or a contribution that exceeds the committee’s net debts
outstanding), the committee may ask the contributor to redesignate the excess portion of the
contribution for use in another election. The committee must inform the contributor that:
1. The redesignation must be signed by the contributor;
2. The redesignaiion must be ceneived by the coinmittee within 60 days of the
comnnittee’s receipt of the original contribution; and
3. The contributor may instead request a refund of the excessive amount.
11 CFR §110.1(b)(5).
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Within 60 days of receiving the excessive contribution, the committee must either receive the
proper redesignation or refund the excessive portion to the donor. 11 CFR §§103.3(b)(3) and
110.1(0(5)(ii)(A). Further, a political committee must retain written records concerning the
redesignatian in order for it 1o be effective. 11 CFR §110.1(1}{5).

D. General Election Contributions. If a candidate is not a candidate in the general election,
any contributions made for the general election shall be refunded to the contributors or
redesignated in accordance with 11 CFR §§110.1(b)(5) or 110.2(b)(5), as appropriate.

E. Unreimbursed Value of Transportation. The unreimbursed value of transportation
provided to any campaign traveler is an in-kind contributiondrorh the service provider to the
candidate committee on whose behalf the oampaign travej 5"'5' aveled. i1 CFR §100.93(b)(2).

F. Payment of Transpartation. If a campaign trave“l nses 2y, other means of
transportation, with the exception of an alrplane the%ampmgxn c”ﬁ k1‘ttee on whose behalf the
travel is conducted, must pay the service providep:within 30 calendar da s of the date of
receipt of the invoice for such travel, but not: l‘ager than 60 calendar day »aﬁer the date the
travel began. 11 CFR §100. 93(d) g .

G. Receipt of Prohibited Contrlofrom Lab -“:@ f;( ;

AL O

may not accept contributions made¥ “5' ”‘ﬁ'ﬁ: & eneral treas
U.S.C. §441b. )

udit Stat pnoted* it CDFP was billed $12,088 on February
Assoclafr’?é?n f Flre Fighters for a share of the rental cost of
foriaperiod o 3 days from November 18, 2007 to January
chfify Senator Dodd’s Presidential campaign. The invoice
CDF aised the RV for 18 days in December 2007, throngh
cost was prorated using & daily 1atc. Tho tatal cost of the
, ys wa $ ,233, with $]5,423 attributed to the cost of the vehicle and
,_f “wrapping” it to identify the campaign. The invoice requested that
payment of $12 08RibE: finde within 60 days to the International Association of
Firefighters Interesteﬁxi‘n?’ Registration and Education PAC (FIREPAC), a separate
segregated fund of the IAFF.

Inits Decembm 2007 monthly report, FIREPAC disclosed making an independent
expenditure® ot November 28, 2007, in support of Dodd for “QV Art & Wrapping” in tho
amount uf $16,810. When questiened, CDFP representatives stated that the IAFF
initiaiiy paid for the RV to use as transportation to events involving communications with
the IAFF’s restricted class. They stated that FIREPAC paid to wrap the RV because it

¥ FIREPAC reported Independent expenditures of approximately $374,000 in support of CDFP.
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was a communication expressly advocating Senator Dodd’s presidential candidacy,
which had not been coerdinated with CDFP. CDFP later sought to determine whether it
could obtain the use of the wrapped RV fiom the IAFF for its own purposes. The IAFF
made the RV avallable imd CDFP used @ just priar to tha lowa cancus. As mentiened
above, the invoice wau for & portion of the coat ($12,088); however, CDFP paid the entire
RV rental and wrapping cost of $32,233. It shauld slso be noted that CDFP’s payment
occurred more than one-and-a-half years after the invoice date. After reparting the
independent expenditure, FIREPAC disclosed a debt owed by CDFP in its March 2008
monthly report for the full cost of the RV ($32,233) and continued to report this debt
until it reported the reimbursement in its December 2009 monthly report’.

2. Preliminery Audit Report & Audit Division
In response to a discussion of this issue at the e

Imendation
nce, CDFP representatives

for $32, 233, CDFP representatlves stated thite ar-,_ or the use of the bus and

the cost of the wrap ta avoid receiving a ain: i d cantribution 33 response to other

inquiries from the Audit staff, CDFP rep e

that the IAFF paid the rental cost of the bua;@hat the same bus wrapp %ﬂgas utilized by

both the IAFF and CDFP and, that they are 1 aware i';g ,any other expenges that were
i tht i€ ‘buS'after CDFP acqu??%ﬂﬂ its use.

The Audit staff acknowledges th ont of $35% 233 by CDFP was an attempt to
rectify this matter. Howeve1 the re W 16 ,423), apparently paic

gamzatlons are prohibited
: %_ Bns, Thecontribution was resolved in an
'a %lmbursemﬁi made to FIREPAC, noted

% g1t statlr
onstratx 5 that it dldaﬁég?reclve a prohibited contribution of $15,423
centation to verify that the IAFF did not pay for the rental

Qihuthe IAFF, ind]
porh f the RV.

maintained thaBGDFP ¢ :s‘-’f‘_ %t be found to have received prohlblted contribution when it

was directed (on th 5’s invoice) to pay FIREPAC and it simply complied. In
addition, Counsel statéd that even if CDFP should have paid the IAFF, the 60-day
timetable in 11 CFR §100.93 should not apply because it applies only to non-commercial
forms of transportation. Counsel maintained that “the primary purpose of the wrapped
bus was not to transport people from place to place, but rather to serve as an unusual
form of campaign visibility, like the C-SPAN bms or the Ron Paul blimp.” Analyzed in
this manner, Counsel believod the proper question was whether the oampaign paid for the
use of the bus within a commercially rensonahle time (Counsel cifed 11 CFR §114.9(d) -

% A reimbursement from CDFP was inadvertently deposited into its non-federal account. The subsequent
transfer was reflected on the year-end report.
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Use or rental of corporate or labor organization facilities by other persons). Counsel
further added that the circumstances thut led to the delay in payment were not adequately
considered. The respense stated thar whila the payment remnined outstanding, CDFP
was in a doftit position with maty eompeting obligations that it soughi ta manage ns
best it could. Ceunsel maintained that CDFP chose to pay the full cost of the bus rental
and wrap, in an abundance of caution, even thaugh there was a strong argument that it
could have paid less.

Regardless of whether the payment for the use of the RV is considered under 11 CFR
§100.93 - use of non-commercial forms of transportation or 11 CFR §114.9(d) - use of
corporate or labor organization facilities, reirmbursement not made within a
commercially reasonable tirne.

CDFP’s possihir finanaial difficulty after thef e ﬁqdmot excuse its acceptance of

the contribution or explain why CDFP did foﬁsider resolution of the contribution a
high-priority obligation. s i 2 &

g r

% i By
Finally, CDFP’s decision to pay the entirﬁ%’%tal cost ofsthe RV does'n0t negate the fact
that CDFP received a contribution from a laB‘é"é:. yrganiZation that it failedsto, resolve
timely. £e e ®

1. Facts T N D

During andit figldwark, th¢jAudit staf .’é”d b5 %EGO%'n apparent excessive
contributions from,other political commiiges uned unresolved. The
contributions inclided: g0y -

Thr totaliﬁ%g
o ﬁ%pepks
unresolvegdfexcessivege S0y
%, One for $4, 00xfor wh Sh,CDFP presented a timely, completed redesignation
"aletter. Hnwe\% :CDFP nigither transferred the contribution to FOCD, nor
‘fefunded it. It was:noted thaftransferring the funds to FOCD would have
res%%g: this issug,;,, t because the candidate was no longer seeking re-election to
the e‘f‘)%te, the traf; f:er may net be-plausible. The Audit staff canaidered this an
unresoleé%excgﬁsﬁiy' contributian,
o Thirteen e¥eedaise contributions totaling $39,000 fer which CDFP had failed to

s

provide any e%"fﬁ;irence of a refund or redesignation.

2. Preliminary Audit Report & Audit Division Recommendation
At the exit conference, the Audit staff provided a listing of these excessive contributions.
Counsel did not address these contributions in its respense.

In the Preliminary Audit Report, the Audit staff recommended that CDFP provide
documentation demonstrating that it did not rezeive exeessive contributions. Swuch
documentatien was to include evidenee af a transfer to FOCD for the contributicn that
had been redesignated but not transferred, copies of refund checks negotiated in a timely
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manner, or redesignation letters signed and dated in a timely manner. Absent such
documentation, the Audit staff recommended that CDFP make appropriate refunds to
contributors and provide evidsnve of such actions (cepies of the front and back ef
negatfiated rofund checks) or make a payraent af $51,000 to the U.S. Treasury.

3. Committee Response to Preliminary Audit Report

In response to the Preliminary Audit Report, Counsel pravided documentation
demonstrating that three contributions totaling $6,700 were not excessive. For the
remaining 14 contributions totaling $44,300, refund checks dated November 30, 2010,
were submiited.

After consideraticn of CDFP’s response, the Audit Trioted that three contributions
totaling $6,700 did not exceed the limits, 12 totalifif1$39:500 were refunded in an
untimaly mnaner, and twa totaling $4,800 remai iiresolved,until eviaenee is pravited
that the refund checks Have been negoti&tediggg ;CDFP is una - to provide such
evidance, the Audit staff recommends that:any essive contributions be

f-apy unresolved excE
disgorged to the U.S. Treasury. 3

R pE
&

o o,

C. Recgipt of Excessive General Election Cbtis,'

1. Facts .
During audit fieldwark, the Augts

3t ificd contfbut
General election totaling $244,0504%

ians designated for the

i r1

:, %CDFP didinot provide the required
redesignation lettersiigcessary to transfer the fuid$ito FO ?E%n accordance with
Advisory w%@ﬁéﬁéﬁ%‘ tAO), Cﬁﬁﬁhhbﬂﬁﬁ%%%%@@ the receipt of the AO (dated
September 2, 3008) to obta'%ggdesignaﬁa%ﬁgsf%p’r’make refinds. Even if CDFP bad
obtained the reqiﬁi;%;ej#redesi gnation letters#itlacked the funds to complete the transfer or
refund at the ﬁme.?ﬁz’%g A % onsideia dithese unresolved excessive contributions
%&%ﬁ@%ﬁdw Si¢ _21 CHCES. % \Q‘g%
2?%? liminary A4dlt Repogi:& Audit Division Recommendation
At %gg}xit conferen‘é*é?éj:l;e Audit _§ﬁtaﬁ' provided CDFP reprosentatives with a schedufe
outlix‘:sin ‘these excessi%?%nﬁib&ﬁ%gs. In its response, Counsel maintained that CDFP
had propef] ;;%r.\pmnded all’g"_' general election contributions. In the Preliminary Audit
Report, the A&% staff recorimended that CDFP providie documentatien denionstrating
that these contii ':‘gions’ m’fé%i%? not excessive. Such docnmentation was to include copies
of timely negoﬁgé‘% ind checks or timely signed and dated redesignation letters.
Absent this documefitition, the Audit staff directed CDFP to make appropriate refunds to
contributors and provide evidence of such actions (copies of the front and back of

negotiated refund checks) or make a payment of $244,050 to the U.S. Treasury.

g,
‘-51

3. Committee Response to Preliminary Audit Report
In its response to the Preliminary Audit Report, Counsel maintained that, upon receipt of
the Preliminay Audit Raport, of the $244,050 in assorted uaredesignated and unrefunded

' The Audit staff also noted that CDFP transferred general contributions ($67,800) to FOCD for which
redesignation letters were not provided and has redesignation letters for $98,410 in contributions to be
transferred, but insufficient funds to do so.




contributions, only $14,900 awaited refund or disgorgement. The documentation
provided by Counsel included:

14

a. Capies of 30 redesignation letters, for contributions totaling $74,800, which were
all complreted and sigred by the cantributors. All the ledters roguested
redesignation to: the FOCD 2010 primary or general glection and were dated priar
to May 2008.

b. A copy of an email confirmation from its receipts processing vendor
demonstrating that it had processed a refund of a $2,300 contribution on
September 13, 2007.

¢. A copy of a negotiated disgorgement check for a contribution of $5,000 and a
letter sent to the Bureau of Public Debt on Noveitiber 25, 2008. Other
documentation stated that the political action committee, which made the orlginal
contributien, no lomger existed.

d. A copy of a nogatiated disgorgement chggm th . Treasary for $144,950 ard
dated Novemtber 30, 2010. Counse)$fafed that eris $Bui k was for 82 stale-dated
refund checks. Counsel provided:check stubs far all the 'e nd checks. From the
check stubs, it appears that nearfy 311 the refund checks w itten on August

21, 2008. Counsel also added thatEWhile the G%m1Me ‘3 Tees, that the stale-
do;riot prov1de N ﬁpropnate basis

dated refund checks must be d15gorged§_-
for a finding of excessi%cqnmbuuons, et “y;they were lawi"ull;"?’r ceived and
timely refunded.” %
€. Web puge verification fron: 56 2ipts pmcess;%gsvendor demonstrating that a
$2,100 comnhutlon was 16t med lf&:ﬂ@ sufﬁclen%ﬁnds
o0t drel $51000, foursfefund checks totaling
ie "é‘f‘ 061;0 the U.S. Treasury for
1t ] ence of refund or timely
redesngnatle' . A1 ﬁp dated November 26, 2010, and the
sorgeme% Checkiwatidate Novem‘ber 30, 2010.

7
Qs o]t tions totaling $74,800 1 were resolved in a timely manner;
ke
Y
e A contribution of $2,100 was not excessive, as it had been returned for non-
sufficient funds; and,

e Excessive ﬂe

e Excessive cantributions totaiing $7,100 remain unresolved. Cancelled check
copies (front and back) and/or other documentation demonstrating that these

"' Based on its response to the Preliminary Audit Report, there are contributions of $173,210 ($74,800 +

$98,410) for which CDFP provided redesignation letters, but has not transferred to FOCD. As of March 31,

2011, CDFP’s reported ending cash is $14,289.



| Finding 3. Misstatement of Financial Activity

remaining refunds were negotiated should be provided or the amount should be

disgorged to the U.S

. Treasury.
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Summary

During audit fieldwork, a comparison of reported figures with bank records revealed that

CDFP understated its receipts by $355,240 and overstated its disbursements by $190,935 in
2008. In response to the Preliminary Audit Report, CDFP ameér
an adjustment relating to net realized investment losses. A

misstated.

Legal Standard

The amount of cash-on-hand

The tatal amount of receipts for the reporti

Contents of Reports. Each report must disclosg o

at the begini

b

orted

Bank Records Discrepancy

$ 24%89,560 $ 2,456,875 $ 32,685

50 Overstated

Receipts : § $1,910,177 $2,265,417 $ 355,240
. Understated

Disbursements  © "I $4,397,873 $ 4,206,938 $ 190,935
< QOverstated

Ending Cash Balance @ $ 515,970 $ 515,354 $616
September 30, 2008 Overstated

12 The reported ending cash balance is incorrect because CDFP decreased its beginninp cash-on-hand by
$12,949 in its August 2008 Monthly Report and increased beginning cash-on-hand by $527,055 in its
October 2008 Monthly Report. The unexplained changes in cash may have been an attempt to correct the
cash discrepancies that resulted from the misstatements of receipts and disbursements. Absent these incorrect
adjustments by CDFP, the reported ending cash balance at September 30, 2008 would have been $1,864.

ded its reports, but excluded
ult, recelpts for 2008 remain
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The overstatement of opening cash-on-hand ($32,685) resulted from discrepancies that
occurred in the previous year, 2007.

The understatement of receipts resulted from the following:

e Matching fanad paynumt receivnd 7/17/08, not reported $ 514,173
e Net realized losses (investment accpunts), not reported’ (150,370)
e Vendor refund, not reported 5,876
e Offsets to operating expenditures, not reported 23,954
¢ Political committee contributions, not reported 16,100
¢ Unexplained difference - (54.493)
Net understatement of receipts : $ 355240

e Loan repayment, over-reported $ (144,757)
e Disbursements and investmment fees, ng . 239,950
e Net errars in reportinng payroll and fe 10 41,733
o Transfer to the Candidate’s Senate commifte

e Reported disbursements that actually cleared:

¢ Unexplained difference

"-'"a ithe mlsstatement and provided CDFP
al _ k reconciliation. In its response to the exit

’s delay in making the transfer caused
£} -~ error could have been avmded if CDFP had not

CDFP representatives' ‘f ddress any other discrepancies (noted above).

In the Preliminary Audit Report, the Audit staff recommended that CDFP amend its reports to
correct the misstatements for 2008.

1t should be noted that this relates to realized gains and losses disclosed by the brokerage firm as such in its

monthly statements, whi¢h were not reported by CDFP. These net realized losses resulted from the decline in
the stock market.

' CDFP reported this transfer in September 2008, when it actually occurred in October of 2008. The Audit
staff’s bank reconciliation was done through September 2008. As such, it was recommended that CDFP
amend its reports to correctly disclose the transfer in October 2008.
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C. Committee Response to Preliminary Audit Report

In response to the Preliminary Audit Report, Counsel stated that, after the date of ineligibility,
CDFP had same difficalty in preparing its reports. Couusel malntainad this was due nminly
to problems cxperianced io the use of the financial database. Couneel adided thrt this is why,
for example, CDFP failed to discloze a matehing fund payrecent received en July 17, 2008, and
over-reported a $144,757 loan repayment. Counsel cancluded that CDFP is complying with
the Preliminary Audit Report’s recommendations by filing amendments to correct these
misstatements.

Counsel further added that the Preliminary Audit Report does not correctly present the level

of misstatement, mainly because of its incorrect treatment ¢ ‘@j FP’s brokerage account.
Counsel argned that the Preliminary Audit Report “appeais {o*confuse fluctuations iu the
account’s fhir market value, whioh do net ireed to be 1€Po 3 diwiih the actual aale of tho
portfnlia assets.” Caunsel contnndesi that the Preljminar Y AUl “Report’s feeatment of the
$351,210 transfer of general election contributiogind the $1503; -Q, in net realized losses

resulted fram this incorrect treatment.

2008 and for a portion of 2009. CDFP did not ac¢ % staff’s asseSement of its
investment accounts and, as such, §n e’i‘%lgded only a por ‘e o%? the adjustments relﬁ?tlng to the
investment accounts in its amended%p pecifical t%gse reports did not include net

realized losses of $150,370 (see sectlo%%A ha' oye). }Ioweve,%?by not amending its reports for
the adjuatment ansml, ﬁ‘om net 1alized: sses receipts rematfiithisstated for 2008. CDFP

In response to the Preliminary Audit Report, lDgz filed amended repo Or.calendar years



